The Franco-German border and spatial distribution of the rural population 
in the East of France after the Franco-Prussian war

New economic geography explains spatial distribution of economic activity such as negative border effect. This theory is supported by a lengthy row of empirical studies including those based on large data samples and sound identification strategies (say, quasi-experiments). 

My previous research (Kuga, 2016) provides a counterexample using a quasi-experimental approach. I found a positive border effect for French region adjoining the border with Germany for period between the Franco-Prussian war and the World War I. However, treatment group of border towns was small. Thus, the result might be sensitive to the treatment group design. Moreover, I found that placement of garrisons and forts construction had affected positively population of towns. However, garrisons were placed in near all towns in the treatment group between the Franco-Prussian war and the World War I and data on size of the garrisons is far from complete. That is why I decided to re-estimate the border effect based on rural population data for settlements without garrisons. This allows having larger sample, obtaining more precise estimating the border effect and the size of the border effect and isolation of the garrison effect. 

I use Cassini database providing geographic and demographic data on French communes, historical data on garrison deployment and forts construction and data on construction of canals. I applied difference-in-differences approach to the data. The border change arose from the French defeat in the Franco-Prussian war serves as an exogenous treatment. 
I estimate the effect of the new Franco-German border arose as a result of the Franco-Prussian war on population of the French rural border communes. I find a strong and significant positive effect of the border. It reaches 84% for period 1872-1911 for the villages in 10 km zone along the new border and diminishes gradually to 16% at the distance of 20 to 30 km from the border. Overall, the significant positive effect can be traced up to 43-53 km from the border in the model with no additional controls except of the size of the villages. In model with additional controls such as garrison deployment, forts and canals construction the positive border effect is observed up to 10-20 km zone. Unlike the sign of the effect, its spatial distribution agrees with previous empirical findings and the theory. 
Other findings include following. Population growth in non-garrison towns is accompanied with growth of rural population in 15 km vicinity. Population growth in garrison towns is accompanied with significantly smaller (and close to zero) growth of rural population. This result agrees with new economic geography as growth of (civil) employment improves both firm and consumer market access in neighbouring villages, while growing garrisons has no positive effect on consumer market access. 
Presence of forts affects rural population in 15 km vicinity positively. Forts construction influences the population of nearby villages significantly, though the sign of the effect depends on the distance to the fort. 

Finally, opening of the Marne-Saone canal and of the Southern branch of the East canal positively affected the population of adjoining rural communes. Surprisingly, there is no such effect for the larger Marne-Rhine canal and Northern branch of the East canal. 

To conclude, the present study supports the paradoxical result of my previous research. The same time, other findings of the paper do not contradict the predictions of New economic geography.  
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